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According to Peru's official statistics agency (Instituto Nacional de Estadistica e Informatica, INEI),
the GDP expanded by nearly 11% in the first quarter of this year, with substantial growth reported
in nearly every sector of the economy. Inflation as well remains extremely moderate, making the
government's goal of single-digit inflation in 1995 a real possibility. In 1994, Peru's GDP expanded
by a whopping 12%, making it the fastest growing economy in the world (see NotiSur, 02/16/95).
At the beginning of this year, however, many economists feared that the country's robust recovery
would slacken because of the five-week border war with Ecuador, plus growing fears among foreign
investors about risking their capital in Peru and other Latin American countries in the aftermath of
the Mexican financial crisis (see NotiSur, 02/02/95, 02/23/95, and 03/16/95).
Nevertheless, since January the economy has continued to grow almost as fast as it did in 1994,
according to INEI, which estimates that the GDP expanded by 10.6% during the first quarter of the
year. The construction sector spearheaded growth during the period, expanding by a hefty 31.9%
compared with the same period in 1994. "Construction continues to be the driving force for growth,
given the state's energetic efforts to construct roads and other public works around the country,"
said INEI head Felix Murillo. Commerce as well expanded by 16.3% in the quarter, making it the
second fastest growing sector.
Price stability and readily available credit have greatly increased demand, especially for imported
consumer products, as well as production inputs for the agricultural, fishing, and mining sectors,
according to INEI. The agricultural sector as a whole expanded by 12.3% in the January-March
period, although agroindustrial goods made up the fastest growing subsector. Products destined
for industrial use such as cotton, soybeans, and flowers grew by 26.9% in the first three months of
the year. Food crops as well expanded by 17.5%, with particularly marked production increases for
beans, corn, potatoes, and yucca. In contrast, cattle production only increased by 8.6% during the
period. The manufacturing sector also expanded by a healthy 7.1% during the first quarter. And,
although statistics are only available for the first two months of the year, INEI says that mining
activities grew by 6.2%.
Finally, output in the fishing industry also surged during the first two months of the year, growing
by a robust 32.8% in January and February. In March, however, fishing activities plummeted
by 57.6% as a result of a government decision to temporarily suspend the catch of sardines and
anchovies the latter used to make fishmeal to allow for replenishment of maritime resources. All
told, the government expects the GDP to grow by at least 6% this year, and possibly up to 8%. In
1996, economic expansion is expected to slow down somewhat to a more modest and sustainable
rate of recovery of between 5% and 5.5%, which would then be maintained throughout the rest of
the decade.
Meanwhile, inflation has remained extremely moderate since the beginning of the year. In April,
monthly inflation slowed to just 0.98%, representing a marked drop from February and March,
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when inflation had climbed to 1.14% and 1.37%, respectively, in part because of scarcities and
price speculation spurred by the border war with Ecuador. Accumulated inflation for the first four
months of the year is now 3.9%, about half the rate registered during the same period in 1994, when
accumulated inflation reached 7.7%. As a result, INEI officials now confidently predict that the
government will achieve its goal of single-digit inflation by year-end. Indeed, annual inflation for
the 12-month period ending in April was only 11.3%, about 5 percentage points lower than the
same 12-month period the year before. Since the government predicts that monthly inflation will
average below 1% for the rest of this year, the annual rate is expected to drop to below 10% by yearend. In 1990, the year President Alberto Fujimori took office, hyperinflation gripped Peru, with the
consumer price index (CPI) reaching 7,650%.
Strict fiscal and monetary policies since then have cut the bottom out of inflation, leading to a steady
decline in the CPI each year. In 1991, the CPI dropped to 139%, then to 56.7% in 1992, 39.5% in 1993,
and just 15.4% last year. The economy's glowing performance was considered a central factor in
President Fujimori's re-election in April. Fujimori won by a landslide, and his Cambio 90-Nueva
Mayoria coalition won a majority of seats in Congress, giving the executive a popular mandate and
solid control over the legislature to allow the administration to push forward with the economic
reforms begun during Fujimori's first term in office. "With the outcome of the elections, the
Peruvian people have endorsed the continued application of our government's economic policies,"
said Economy Minister Jorge Camet, who is expected to remain in his post during Fujimori's second
term, which begins on July 28. "I want to make very clear that the economic program carried out
during the first term will provide the guiding principles for our economic policies in the future."
Notwithstanding Fujimori's landslide victory, however, during its second term the government
will be hard pressed to translate the economic gains achieved so far into an improvement in the
population's standard of living. Despite the robust economic growth of the last three years, un- and
under-employment continue to affect more than 70% of the economically active population. About
11.5 million people, or 50% of the country's 22 million inhabitants, live below the poverty line, and
about 4.7 million people, or 21% of the total population, live in abject poverty. In fact, Peru has the
third worst infant mortality rate in Latin America after Haiti and Bolivia. In a recent survey carried
out by the private consulting firm Apoyo from April 14-16, the majority of those surveyed said that
the government's policies have led to a clear deterioration in employment opportunities and wages,
even though 63% of the participants expressed approval for the government's general economic
program. About 71% of those surveyed said that the government's policies have had a negative
impact on employment, and 56% said that wage levels have deteriorated. [Sources: Peru Economic
News, US-Embassy International Market Insights (Lima), 03/09/95, 03/10/95; Voice of America,
03/14/95; Spanish news service EFE, 03/19/95; Journal of Commerce, 04/17/95; Notimex, 03/05/95,
03/14/95, 03/15/95, 04/01/95, 04/04/95, 04/16/95, 04/17/95, 04/27/95; Reuter, 04/06/95, 04/18/95,
05/02/95; Inter Press Service, 05/02/95; United Press International, 04/20/95, 04/21/95, 05/08/95;
Agence France-Presse, 03/01/95, 03/04- 06/95, 03/13/95, 03/15/95, 03/19/95, 03/22/95, 03/27/95,
03/30/95, 04/01/95, 04/04/95, 04/05/95, 04/11/95, 05/03/95, 05/09/95]
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